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AAPTWOn AND APPARATU S FOR PROCESSI NG PHARMACEUTICAL 
ORDERS TO DETERMINE WHETHER A BUYER OF PHAR MACEUTICALS 
QUALIFIES FOR AN "OWN USE" DISCOUNT 

Background of the Invention 

The Robinson-Patman Price Discrimination Act, 15 USC § 13(a), generally 
makes it unlawful for one engaged in commerce to discriminate in price between 
different purchasers of like commodities where, among other things, "the effect of 
such discrimination may be substantially to lessen competition." Abbott Laboratories 
v Portland Retail Druggists Association , 425 U.S. 1, 3-4, 47 L.Ed. 2d 537, 543 
(1976). This United States law essentially prevents pharmaceutical sellers from 
selling a given type of pharmaceutical at regular price to one buyer and then selling 
that same type of pharmaceutical at a discounted price to another buyer. However, an 
exception to the Robinson-Patman Act exists stating that "nothing in the [Robinson- 
Patman Act], shall apply to purchases of their supplies for their own use by schools, 
colleges, universities, public libraries, churches, hospitals, and charitable institutions 
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not operated for profit." 15 USC §13c. Because of this exception, hospitals, nursing 
homes, long term health care facilities, and the like are eligible for purchasing 
pharmaceuticals at a discounted price - an "own use" discount - when they are 
buying pharmaceuticals on behalf of their patients or in some situations, their 
employees. Therefore, when nursing homes purchase pharmaceuticals on behalf of 
their patients, they are eligible to purchase such pharmaceuticals from the 
pharmaceutical manufacturer at a discounted price. 

However, nursing homes, as with most other pharmaceutical buyers, do not 
buy their pharmaceuticals directly from the pharmaceutical manufacturer. Rather, 
they purchase their pharmaceuticals through a distributor who buys large quantities 
of pharmaceuticals, stores those large quantities, and distributes them to various 
buyers upon request. Pharmaceutical sellers are reluctant to sell discounted 
pharmaceuticals to distributors because of a fear that the distributor will buy more 
discounted pharmaceuticals than necessary to supply the distributor's "own use"- 
eligible customers, and then sell the surplus to customers not eligible for an "own use- 
discount (thereby pocketing fraudulently-obtained profits). Pharmaceutical 
manufacturers call this practice "diversion" and understandably dislike it. 

One system currently in place that is used by pharmaceutical manufacturers to 
prevent "diversion" of "own use" discount pharmaceuticals is a "chargeback" or 
"rebate" system. See In re Brand Name Prescription Drugs Antitr ust Litigation, 1 86 
F.3d 781, 783-4 (7th Cir. 1999). In this chargeback/rebate system, the pharmaceutical 
manufacturer sells pharmaceuticals to a distributor at a regular price. The 
pharmaceutical manufacturer then contracts directly with "own use"-eligible buyers 
for a discounted price. If the "own use"-eligible buyer then buys pharmaceuticals 
15 from a distributor at that discounted price, the pharmaceutical manufacturer will 
reimburse the distributor (provide a rebate) for the difference between the regular 
price and the discounted price. To obtain this rebate, the distributor must make a 
representation to the pharmaceutical manufacturer that the discount was given to the 
"own use"-eligible buyer. Figure 1 depicts a diagram for this chargeback system. 
30 The chargeback or rebate system obviously requires both the manufacturer and the 
distributor to maintain a dual set of accounting and disbursement records which 
results in increased overhead for both parties. The rebate system is designed 
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primarily around "own use" purchasers such as hospital pharmacies, closed 
pharmacies, and health maintenance organizations. Because of the single, non-retail 
focus of these organizations, manufacturers and distributors assume that their orders 
of pharmaceuticals are true "own use" orders. However, the opportunity for diversion 
does exist as many of these purchasers, such as hospitals and HMOs have retail 
pharmacy outlets where "own use" pharmaceuticals could be directed, and the rebate 
system provides virtually no policing to determine whether or not the diversion 
actually occurs. 

Currently, in the United States, according to a report by the SMG Marketing 
Group of Chicago, IL, approximately 55% of nursing homes purchase their 
pharmaceuticals from "closed pharmacies." A closed pharmacy is a pharmacy that 
supplies pharmaceuticals to institutions such as hospitals or nursing homes, but does 
not sell pharmaceuticals to walk-in customers. Because these closed pharmacies have 
an exclusive customer list of customers who are eligible to buy pharmaceuticals at an 
••own use" discount, pharmaceutical manufacturers are willing to sell pharmaceuticals 
to these closed pharmacies at a discounted price. That is, pharmaceutical 
manufacturers are not overly worried that the "closed pharmacy" will sell discounted 
pharmaceuticals at a regular price to customers ineligible for a discount, because the 
"closed pharmacy" has virtually no such customers. 

However, approximately 45% of nursing homes are served by retail 
pharmacies. These retail pharmacies, in addition to supplying the pharmaceutical 
needs of a nursing home, also supply pharmaceuticals to walk-in customers. Thus, 
when a retail pharmacy purchases drugs from a pharmaceutical manufacturer or a 
pharmaceutical distributor, the retail pharmacy may be purchasing pharmaceuticals on 
behalf of not only the nursing home, but also its walk-in customer trade. Because 
these retail pharmacies are supplying pharmaceuticals to walk-in customers as well as 
nursing homes, pharmaceutical manufacturers have been unwilling to sell "own use- 
discount pharmaceuticals to such retail pharmacies for fear of diversion. That is, the 
pharmaceutical manufacturer is afraid that the retail pharmacy will commingle its 
D "own use" discount pharmaceuticals with its walk-in customer pharmaceuticals. To 
date, retail pharmacies have been unable to obtain "own use" discounts when buying 
pharmaceuticals on behalf of nursing homes. As a result, some 7,648 nursing homes 
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(approximately 45% of ail nursing homes) pay more money than neeessary when 
purchasing pharmaceuticals. 

No. helping the retail pharmacy in this quest for an "own use" chscoun. on 
pharmaceuticals purchased on hehalf of a nursing home is the .United market power 
5 that each individual retail pharmacy possesses in relation to the pharmaceutic^ 
manufacture, To improve their buying power, retail pharmacies have banded 
togethertoformbuyinggroups.orbuyersco-op, These buyers co-ops can amass 
several orders from each retail pharmacy which belongs to the buyers co-op. Armed 
with a large order for a given type of pharmaceutical, the buyers co-op has some 
10 negotiationpower wim the pharmaceutical manufacturer to obtam a discounted pnce. 
However, before the pharmaceutical manufacturer is willing to sell these 
pharmaceuticals a, a discounted price, the pharmaceutic* seller sti.l needs assurances 
L such discounted pharmaceuticals are actuany being used by institutions ehgtble 
for an "ov™ use" discount. Because no system currently in place has adequately 
assure pharmaceutical manufacturers that the buyers co-ops or retai, pharmacies are 
no. diverting "own use" discounted pharmaceuticals, nursing homes that are supphed 
with pharmaceutical by a re.ail pharmacy continue to be unable to purchase "own 
use" discount pharmaceuticals. This inability to purchase discounted 
pharmaceuticals leads to nursing homes having higher operational costs, costs whtch 
20 are passed down to nursing home residents who end up paying a higher price man 
necessary to reside in such nursing homes. 

ci nmarv of the Invention 

The inventors herein have developed a method and apparatus for bnngmg the 
25 "own use" discount to retail pharmacies when .hose retail pharmacies are purchasmg 
pharmaceuticalsonbehalfofanursinghome. 

in one aspect of .he invention, a method is provided for processing orders for 
■•own use" discount pharmaceuticals comprising the steps of receiving an order 
comprisingarequestftomabuyerforaquanti^ofaweofpharmaceutical, 

30 receiving an associated report summarizing the "own use" pharmaceutical needs of a. 
,eas. one patten, who is supphed wi«h pharmaceuticals by the buyer, companng the 
order wi.h the associated report, and if the associated report supports the order, then 
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making a status determination that the buyer qualifies for purchasing the quantity of 
the type of pharmaceutical ordered at a price reduced by an "own use" discount. The 
order may be received electronically on a computer as a transmission over the 
Internet The associated report may also be received electronically as at least one 
computer file. A computer can then be used to perform the comparison between the 
order and the associated report. The method may further comprise converting the at 
least one computer file containing the associated report to a format readable by the 
computer making the comparison. Such a step is necessary when the received 
computer file has a data format that cannot be read by the comparison computer 
absent a conversion. Alternatively, the information contained in the associated report 
can be entered as data into the computer if necessary. Also, the information m the 
order can be entered as data into the computer if necessary. 

The method further provides for receiving a second associated report 
summarizing the "own use" pharmaceutical needs of at least one patient who is 
supplied with pharmaceuticals by the buyer, comparing the second associated report 
with either the order or the first associated report, wherein the status determinate 
further depends upon whether the second associated report supports the informatxon 
against which it was compared. As with the first associated report, the second 
associated report may also be received electronically as at least one computer file. A 
computer can be used to perform the comparison. Also, the method may further 
provide for converting the at least one computer file containing the second associated 
report to a format readable by the computer making the comparison. As previously 
explained, such a step is necessary when the received computer file has a data format 
that cannot be read by the comparison computer absent a conversion. Alternatively, 
; the information in the associated report can be entered as data into the compute, 

The method of the present invention may further provide for placing the order 
with a pharmaceutical seller if the status determination identifies the buyer as 
qualified for the "own use" discount. This order will have a price reduced by the 
"own use" discount. The method may further comprise sending either the first 
0 associated report or the second associated report, or both reports, to the 

pharmaceutical seller. Also, the method may further comprise allowing the 
pharmaceutical seller to have access to either the first associated report or the second 
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associated report, or both reports. Further still, a status report can be generated and 
sent to the pharmaceutical seller. 

The buyer may be an entity comprised of at least one retail pharmacy 
supplying pharmaceuticals to.at least one nursing home, the at least one nursing home 
having at least one patient needing the type of pharmaceutical ordered. Alternately, 
the buyer may be at least one retail pharmacy supplying pharmaceuticals to at least 
one nursing home, the at least one nursing home having at least one patient needing 
the type of pharmaceutical ordered. 

The method of the present invention may further provide for arranging for the 
pharmaceutical seller to directly ship (plant deliver) an appropriate quantity of the 
type of pharmaceutical ordered to an entity comprised of at least one retail pharmacy 
supplying pharmaceuticals to at least one nursing home, the at least one nursing home 
having at least one patient needing the type of pharmaceutical ordered, or directly ship 

„ , . ._ _ f-UB-^n/ioutir ai r*rHfM*ed to at least 
(plant deliver) an appropriate quantity ot me lypeuiph^-m^^l^^-e .. 

one retail pharmacy supplying pharmaceuticals to at least one nursing home, the at 
least one nursing home having at least one patient needing the type of pharmaceutical 
ordered, or directly ship (plant deliver) an appropriate quantity of the type of 
pharmaceutical ordered to at least one nursing home having at least one patient 
needing the type of pharmaceutical ordered. 

Further still, if an order does not qualify for an "own use" discount because, 
for example, the quantity ordered is not supported by the audit material, the method of 
the present invention may provide for adjusting an order so that the order, as adjusted, 
will qualify for an "own use" discount. In making this adjustment, the method may 
provide for calculating a stand-by requirement for the buyer. 

Either the first or second associated report can be a listing compiled by each of 
the retail pharmacies requesting pharmaceuticals. These listings contain a record of 
pharmaceuticals requested by each nursing home to which the retail pharmacies 
supply pharmaceuticals. Also, the first or second associated report can be a 
physicians order sheet (POS) for each patient in each nursing home requesting an 
0 amount of pharmaceuticals. Further still, the first or second associated report can be a 
medication administration record (MAR) for each patient in each nursing home 
requesting an amount of pharmaceuticals. 
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to anofter aspect of the invention, a pharmaceutical order auditing system for 
determining whether a pharmaceutical buyer aoahf.es for an "own use" discount ,s 
provided. The pharmaceutic^ order auditing system comprises a firs, ,npu, 
Living phannaeeutica. order data comprising a type of pharmaceutic* a quantity 
that type of pharmaceutical, and a buyer requesting that quantity of that type of 
pharmaceutical a second input for receiving audi, data that is suffice, for a status 
detenninationofwhetherthebuyer quaiif.es for purchasing, he quantity atapnee 
reduced by an "own use" discount, software configured ,o compare «he order da,a 
„i,„ tire audi, da B ,o make a status de,.rmina,ion whemer fte buyer quahf.es for 
purchasing tire ,uan,i,y a, a reduced price, ,he s,atus deternunation dependmg upon 
fte comparison, and an output for communicating me sta<us determination ,o a use, 

Preferably, ,he pharmaceutical order auditing system further compnses a dad 
innu, for receiving additionai audi, data tha, is sufficien, for a s,a«us determination of 

us e» discount The software is ,hen further configured to compare the addmona. and., 
data with either ,he order da* or me audi, da,a in making me s,a«us determination. 

The audit data and additional audi, data may identify the type of 
pharmaceutical requested, the amount of phannaeeutica, requested, and the names of 
fte nursing homes making the request. Additionally, tire order data, 
additional audi, data may identify the patients needing the pharmaceuticals m me 
ord er If a sufficien, correlation exisu b=«ween these types of data, the software can 
make a status determination verifying the buyer's eligibility for me "own use" 
discount As previously explained, ,he audi, da,a and me additional audi, da«a can be 
gattl ered from any of ft. following: retail pharmacy listings, physicians order sheets, 
, or medication administration records. Preferably, me audi, data and additional and., 
data is received electronically. Converters can be used ,o convert ,h. dala ,o a 
common forma, if necessary. Alternatively, me da,a can be entered in,o a computer. 

The software can be configured to allow for a tolerance in making the status 
determination when an amount of the W e of pharmaceutical requested by e,,her a 
10 retail pharmacy or a nursmg home does no, match a package amount offered by ft. 
phannaeeutica. seller. The software can also be configured ,o adjus, an order so ,ha, 
ft. order, as adjusted, will qualify for an "own use" discount Such an adjustinen, 



17927 .doc 



may be needed if an order doe, no. qualify for an "own use" discount because ^ 
TxLple .hecnan^orderedisno.suppor.edby.heaudi.nra.erial. mmakmgth. 

buyer. Also, the ontpu, can be communicated* Ore user inthe form of a s.atus 

5 ^ ,n ye. another aspect of the present invention, a method is disciosed for 

providing "own use" discount pharmaceutical to buyers that cuahfy for an own use 
dLunt This -mod comprises receiving an order from a buyer for a quantity of a 
type of pharmaceutic*,, receiving an associated report summarizing the own use 

le buyer, placing the order with a pharmaceutica. seller at a pnce reduced by he 
disco.!, and making the associated report avaUaHe to the pharmaceutica, se.ier. T* 
method may further provide for receiving a second associated report summanzmg tire 
..ownnse-pharmaceuticameedsofatleas.onepa.ien.whoissupplieow,,.. 

, 5 pharmaceutical by the buyer and making the second associated report avatiable to .he 

pharmaceutical seller. 

in ye. another aspect of .he present invention, a me.hod.sd,sclosed for ^ 

providing "own use" discount pharmaceutical to buyers that qualify for an "own use 

, h e buyer, placing tire order wittr a pharmaceutical seller a. a price reduced by tir 
discount, Id sending .he associated report .o ,he pharmaceutica, se„er. The me. d 
may further provide for receiving a second associa.ed report summanzmg .he own 
use" pharmaceutical needs of a. least one patient who is suppl.ed w,th 
pharmaceuticals by tire buyer and sending me second associated report to the 



25 

pharmaceutical seller. 



30 



pharmaceutical seller. 

By implementing a methodology for verifying whether a pharmaceutical buyer 
does in fact qualify for an "own use" discount, the present invention enables nursmg 
homes tha, purchase pharmaceuticals from retail pharmacies to purchase those 
pharmaceuticals a, a discounted price. The practice of ,he present invention w,„ 
assure pharmaceutical seUers ma. a buyer is no. diverting discount purchases because 
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the present invention verifies that there is an "own use"-eligible institution and 
consumer on the receiving end of the order. This "customer direct" discount enables a 
nursing home to administer discounted pharmaceuticals to its patients when those 
patients have selected a supplying pharmacy that the nursing home has approved, and 
the supplying pharmacy has been found to qualify for an "own use" discount. These 
and other features and advantages of the mtfhod an apparatus of the present invention 
will be in part apparent, and in part pointed out hereinafter. 

pri-f rwti ption of the Drawings 

Figure 1 illustrates the chargeback system currently in place between 
pharmaceutical manufacturers, pharmaceutical distributors, and "own use" discount 

buyers. 

Figures 2a and 2b illustrate examples of listings maintained by retail 
pharmacies that track pharmaceuticals supplied to customers. 

Figure 3 depicts an example of a physicians order sheet (POS) maintained by 

nursing homes. ,wai>\ 
Figure 4 depicts an example of a medication administration record (MAR) 

maintained by nursing homes. 

Figure 5 depicts an overview of the preferred embodiment of the present 

20 invention. 

Figure 6 depicts an example of the preferred flow of audit reports. 
Figure 7 is an overview of how computers operated by the auditor, buyers co- 
op, retail pharmacy, and nursing home can be connected to practice the present 

invention. 

25 Figure 8 is a flowchart depicting the How of data and software functions of the 

present invention. 

Figure 9 is a flowchart depicting the operation of the software of the present 

invention. 

Figure 10 is an example of a status report that can be generated with the 
30 present invention. 

rwailrd Description of ^ Preferred Embodiment 
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The present invention will first be explained in terms of the information that 
needs to be obtained to perform a sufficient audit on an order when making a status 
determination as to whether the buyer qualifies for purchasing pharmaceuticals at a 
price reduced by an "own use" discount. Obtaining the proper information is an 
important aspect of the present invention. To properly perform an "own use" audit, 
one must be able to compare a quantity of a given type of pharmaceuticals requested 
in an order with information evidencing that an "own use"-eligible institution actually 
needs the quantity of the type of pharmaceutical requested. Thus, any report used to 
audit an order for "own use" discount pharmaceuticals should summarize the "own 
use" pharmaceutical needs of at least one patient in an "own use"-eligible institution. 

This information can be obtained from a variety of sources. For example, 
retail pharmacies maintain computerized records of the pharmaceuticals that they 
supply to customers. Thus, each retail pharmacy is capable of generating a listing 
identifying the type and amount of pharmaceuticals given to each nursing home to 
which it supplies pharmaceuticals. These listings can have a varying degree of detail. 
For example, Figure 2(a) shows an example of a listing 166 that can be generated by a 
retail pharmacy. As can be seen, this listing was compiled by Retail Pharmacy A. It 
identifies the amount of Prozac requested by Nursing Home Z from 9/1/2000 to 
9/30/2000. Column 150 contains a record of the number of prescriptions requested by 
20 the nursing home during the time indicated. Column 152 contains a record of the 
number of new prescriptions that were requested during the indicated time period. 
Column 154 contains a record of the number of prescriptions that were refilled by the 
retail pharmacy during the time period indicated. Column 156 identifies the amount 
of Prozac requested over the indicated time period. Rows 158, 160, and 162 identify 
25 the listing totals, new prescription totals, and refill prescription totals respectively. 

Additionally, this listing may also contain a patient list 164 identifying the patients m 
Nursing Home Z whose prescriptions are covered by the listing. This patient list can 
either identify the patients by name, or by other means such as an ID number (if 
necessary for confidentiality reasons). In this example, it can be seen that 8 total 
30 prescriptions of Prozac were filled by Retail Pharmacy A on behalf of Nursing Home 
Z from 9/1/2000 to 9/30/2000. The fact that 8 prescriptions were filled means that 8 
patients at Nursing Home Z need Prozac. This number can also be verified by 
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counting the number of patients identified in patient lis. 164. Of these 8 prescripts, 
one is a new prescription, and seven are refills of old prescriptions. To meet the 
request for 8 pre.crip.ions, it can be seen that an amount of 420 pills of Prozac are 

needed. 

Figure 2(b) depicts an example of a listing that can be generated by Retail 
Pharmacy B identifying the amount of Prozac requested by Nursing Home Y from 
9/1/2000 to 9/30/2000. The rows and columns contain the same types of information 
as those in the listing of Figure 2(a). In this example, it can be seen that 4 total 
prescriptions of Prozac were filled by Retail Pharmacy B on behalf of Nursing Home 
Y from 9/1/2000 to 9/30/2000. Thus, 4 patients in Nursing Home Y needed Prozac, 
and these patients can be identified in patient list 164. The total amount of Prozac 
needed to fill these prescriptions is identified as 80 pills. 

Thus, if Retail Pharmacy A and Retail Pharmacy B belong to the same buyers 
co-op they could pool their requests together to assemble an order for 500 pills of 
Prozac. Because nursing homes are to receive that 500 pill quantity, the order is 
eligible for an "own use" discount To verify that the 500 pill order is in fact destined 
for an "own use" eligible facility, the buyers co-op, when placing its order, would also 
forward a report consisting of each listing maintained by Retail Pharmacy A and 
Retail Pharmacy B associated with the order so that an audit can be performed on that 

0 order. - 
The retail pharmacy listings depicted in Figures 2(a) and 2(b) can be generated 

with existing software used by retail pharmacy computer, This software is capable 

of generating a nursing home-specific report for various pharmaceuticals supplied by 

the retail pharmacy to a nursing home over a desired time period. Yet another 

example of retail pharmacy listings that can be used in the practice of the present 

invention are the electronic billing statements that retail pharmacies provide to state 

Medicaid departments. These electronic billing statements contain a record of 

pharmaceuticals supplied to patients in a nursing home that are on Medicaid. 

Another source for audit information are the records kept by nursing homes 

that detail the amount and type of pharmaceuticals that the nursing home administers 

to its patients. For example, nursing homes maintain a physicians order sheet (POS) 

for each patient in the nursing home. The POS contains a monthly record of the 
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pharmaceuticals administered and prescnbed ,o a given P a«ien«. F.gure d^cts a 
Ua. PCS. As can be seen, .his POS covers Patient 1 who is a restdent of Nurs ng 

Z The time period covered by this POS is 9/1/2000 to 9/30/2000, as can be 
seen in the lower right hand comer. Column 170 identifies the medications currently 
beingtaken by Patient 1. Column 172 identifies the time of day a, whtchthe 
medications are to be taken, and column 174 identifies any new diagnoses, tieatments 
or prescriptions mat may be made by a doctor during the applicable time penod. Each 
date 175 in the medication cohtmn 170 identifies the date on which the prescnption 
for that medication was originaUy made. These records are « reviewed c, 
accuracy by nursing home personne! each month. The attendmg phystcan ^Patient 
1 signs the POS, as can be seen by stature 179. The nurse who revtews the POS 
accuracy will sign the POS as well, as can be seen in nurse review notations 77. 

In this POS, it can be seen that Patient 1 takes one 20 milligram tablet of 
Prozac, two 15 milligram capsules of Prevacid, and one 20 milligram tablet of Pax.1 
eachday Thus, each month Patient ! needs about 30 (or 31) pills ofProzac, 60 (or 
62) pills of Prevacid and 30 (or 31) pills of Paxil. In relation to the retail pharmacy 
listing depicted in Figure 2A, mis POS would partial* support Retail Pharmacy A s 
JL for 420 pills ofProzac on behalf of Nursing Home Z. If Retail Ph^acyA 
obtains a POS for each patient in Nursing Home Z tha, takes Prozac and these PO s 
establish«ba,pa,ien,sinNursi„gHomeZneed420pillsofProzacfor,hemomh, the 

ll pharmacy would be able to further prove tha, its re,ues, for 420 pills ofProzac 
qualifies for an "own use" discount. 

Another record kept by nursing homes to track pharmaceuticals grven to 
patients is the medication administration record (MAR). Figure 4 depicts a typtcal 
5 MAR The MAR is essentially an exploded POS that charts the medications gtven to 
a patient on a daily basis. Cotanrn 176 identifies the various pharmaceuticals to be 
given to the patient identified in box 182. Box 182 contains various patient 
information such as name, room number, dates of residence, etc. Column 178 
identifies the time of day that each pharmaceutical listed in column 176 is to be gtven 
!0 to the patient. Char, 180 has boxes for each day of the month and for each medtcation 
» be administered. Each box wilhin char, 180 is x'ed or initialed by «he nurse or 
doctor after the patient actually receives the listed medication. 
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in this MAR, it can be seen that Patient 1 takes one 20 milligram tablet of 
Prozac, two !S mi.ligram capsules of Prevacid, and one 20 milligram table, of Pax.l 
each day. Thus, each month, Patien, 1 needs about 30 (or 3!) pills of Prozac, 60 (or 
62 ) pills ofPrevacid, and 30 (or 31) pills of Paxil. As can be seen, this MAR rs 
essentially duplicative of the POS shown in Figure 3. Thus, i, is easily understood 
that the POS and MAR can be used interchangeably as they are for the most par, 
equivalent records. Like the POS of Figure 3, this MAR would partially support 
Retail Ph^macy A's request for 420 pills of Prozac on behalf of Nursing Home Z. 
Retail Pharmacy A obtains an MAR for each patien, ,n Nursing Home Z that takes 
Prozac, and these MARs establish ft* patients in Nursing Home Z need 420 ptlls of 
Prozac for the month, then Retail Pharmacy A would be able to further prove that ,<s 
reques, for an amount of 420 pills of Prozac qualifies for an 'Wn use" discount. 

Thus for a retail pharmacy to establish that it is buying a given amount of 
pharmaceuticals on behalf of a nursing home, it can rely upon any of the above- 
describe, report, the listings maintained in the records of the retail pharmacy ttself 
the POSs maintained by the nursing home for each patien, receiving pharmaceuticals 
through the retail pharmacy, or the MARs maintained by the nursing home for each 
patien, receiving pharmaceuticals through the retail pharmacy. While in the preferred 
embodiment of the presen, invention, the retail pharmacy listings and nurstng home 
POSs are used to determine whether a retail pharmacy's request for an amount of 
pharmaceuticals qualifies for an "own use" discount, i, should bo easily understood 
L, any, or all, of «hese reports can be used to support a retail pharmacy's request for 
"own use" discount pharmaceuticals. 

Figure 5 depicts an overview of the presen, invention. Circles 200, 202, and 
i 204 identify the retail pharmacies mat supply pharmaceutics to nursing homes 210, 
212 214 216 218, 220, and 222. As can be seen, retail pharmacy 200 supphes 
pharmaceuticals to nursing homes 210 and 212. Retail pharmacy 202 supphes 
pharmaceuticals to nursing homes 214, 216, and 218, and retail pharmacy 204 
supplies pharmaceuticals to nursing homes 220 and 222. Each retail pharmacy 200, 
; 0 202 and 204 belong to a buyers co-op 206. The buyers co-op 206 may have 

numerous members who are retail pharmacies that supply pharmaceuticals to nursmg 
homes, or i, may have Just a few. Also, it is highly likely that many members of the 
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buyers co-op will be retail pharmacies that cater strictly to walk-in customers, and not 
to nursing homes. The buyers co-op 206 functions to amass each request for an 
amount of a given type of pharmaceutical from each of its retail pharmacy members 
into a master order. Because the quantity of pharmaceuticals in the buyers co-op 
order should be a large amount (the sum of amounts requested by each of the retad 
pharmacies 200, 202 and 204), the buyers co-op has "market power" that would allow 
it to negotiate with a pharmaceutical seller 208 for a favorable price. However, as 
previously discussed, because of the pharmaceutical seller's fear that the buyers co-op 
or retail pharmacy will divert some or all of the discounted drugs to its walk-m 
customer trade, pharmaceutical sellers have previously been unwilhng to sell 
pharmaceuticals to buyers co-ops with retail pharmacy members, even when some of 
those retail pharmacies are purchasing pharmaceuticals on behalf of nursing homes. 

The present invention involves having the buyers co-op 206 place Us order 
with a practitioner 205 of the present invention (the practitioner of the present 
invention will hereinafter be referred to as an "auditor") so that an audit can be done 
on the order to determine whether the buyers co-op qualifies for an "own use- 
discount. However, it must be noted that it is within the scope of the invents for a 
retail pharmacy to place its order directly with the auditor, thus bypassing the buyers 
co-op However, in most situations, it will be the buyers co-op that places the order. 
, If the audit results in a determination that the buyers co-op does in fact qualify for an 
"own use" discount, the auditor 205 will essentially function as a "closed distributor" 
who places the co-op's order with a pharmaceutical seller at a discounted pnce. 
Alternatively, the auditor can act purely as an independent auditing agency who 
determines whether a buyer qualifies for an "own use" discount and reports its 
5 determination to interested parties without getting involved in placing any orders wrth 
a pharmaceutical seller. For example, a buyers co-op may place an order with a 
pharmaceutical seller wherein the buyers co-op requests a discounted pnce. Before 
the pharmaceutical manufacturer fills the order at the discounted price, it would 
employ the auditor to make a determination as to whether the buyer in fact quahfies 
50 for the discount. Under either implementation, a discounted price will be available 
because the auditor will be able to verify to the seller that the quantity of 
pharmaceuticals in the order are truly destined for nursing homes. 
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Once the "own use" discount U obtained, the auditor can arrange for the seller 
„■ IX the filed order ,„ the co-op (this direct shipment is also known as a 

Plant ; dlV t ' "Csion of the pharmaceuticals, which aUeviates the need for the 
avoid any acuta! p— P ^ ^ ^ [( 

ltd tor could alternatively arrange for direct shipment of an appropriate 

— — tz :r.-t=rr-r- 

That is, if buyers co-op 206 placed an ^ ^ go ^ 

nUremg l*ch lOOpfflseach areto go to nursinghomes 214, 216, and 

218), and P respec tively), the auditor can 

250 pills are to go '° p)iarm acy 200, 300 pills to retail pharmacy 

arrange for shtpmen. of 150 prlls " can ^ge for 

202 and 550 pills to retail pharmacy 204. Alternative y, 

, ,„ f 50 100 100 , 00,100,300,and250pills.onur S1 nghomes210,212, 



20 

delivery) to itself. 



25 



30 



, c in the order are destined for a nursing home. Preleraory, 
tte «~; lU ;;; " J^n, this re port is comprised o, a listing 

retail pharmacy to a nursmg home. Theseus g , howninFigure 5,each 
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a h wninF i(! ure6 which de.aUs.he preferred flow of audit informal 
auditor. As shown » ^ ^ Jn path y2 toto . mas ,er 

repo rt (as .denied by dKbo. ^ ^ ^ t<> ^ ^ 

auditor, or .he co-op can mdtvtdually a ^ 

separa ,e, y . Alternately, each ret, ptann ^ jn ^ 

1 , a*. POS or MAR), perform an audit 
*n<1 determine whether the co op 4 

t he buyer ouahfres for an ow ^ ^ 

audr, information - ^« in each „ursing home supplied 

preferably in the form of a POS for of ' subject order . 

its master order and placing Alternatively, each nursing home or 

each retail pharmacy can forward the POS s dtr ^ each 

nursing home to its retail pharmacy suppher), 236 (from 
buyers co-op), and 238 (from .hebuyers co-op to the aud,.or). 
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Once ,„ receipt of an order for aquantity of a given «^"^ r 
a each of .he applicable listings and POSs, an audit can be performed on the 

reduced by an "own use" discount. There are two pnmary purposes for the aud.t 
5 CI udi. seelcs to compare the order with each appUcable HsUn g an PO to 

mTfthe — re.uestedbyreta.lpharnraciesonbeha.fofthe.rnurs.nh- 
Imers as evidenced by the applicable listings and POSs. An exact one-to-on 
7b tween the order quantity and requested amounts, while preferable, » not 

«,ed bv a nursing home does not match a package amount offered by the 

rt'i'f fits oatients but the pharmaceutical seUer only sells Prozac m paccagc 

I lo m a!l.00 pil.s, me retail pharmacy or buyers co-op may upwardly 
" X::;lr mldte^OOpillpackageofferedbytheselle, f„ such a case a 
:Cln between the order quantity and amounts evidenced in either the r eta,, 

r ♦■ nr poSs may show a 15 pill discrepancy. By allowing for a 

me audttor can make note of such discrepancy and attribute a percentag 

the a . The rentage size match can be expressed as: 

resulting from the comparison. The percentage 

, . ,^-SnmofpharmacetrtoOjnH^^ 
m the case of 15 puis of a 100 piU order being unaccounted for, the percentage size 

,„ matchisdeemedtobetoolow. To determine, he sufficiency of a stzerna^ 

usagehistory and "stand-by- requirements for the nursing home can be calculated. 
ITZZ *e prescription pha.taceutica.s tha, are suppUed to nursmg omes 



10 



15 



20 



consume «he ordered pharmaceutic*,, during the targeted month (the month* amount 
of needed pharmaceuticals being determined from the retail pharmacy listings, POSs, 
or MARS) This order is a snapshot of the nursing home's population at a particular 
point in time. The dynamics mat tins "snapshot" cannot reveal are the patient 
admissions and patient discharges that are occurring from day to day during (he 

mOIlth. 1 C- ,L a 

Armed with a stack of "snapshots" (for previous monthly orders from the 
nursing homes), the auditor has the historical basis for determining the effect tha, 
these two dynamics (admissions and discharges) have on utilization and in particular 
"stand-by" requirements. Using these historical records, the auditor can determtne, on 
average, how many new patients tha. a nursing home can expect each month, and, on 
average, how much and what kind of pharmaceuticals these patients will need. 
"Stand-bv requirements" are the amounts of pharmaceuticals mat a nursing home 
must have on hand to meet the pharmaceutical demands of newly admitted patients, 
and these requirements should also be factored into the consideration of whether a 
size match is suffieient. When i, is said that the nursing home must have enough 
W*y Pharmaceuticals to immediately meet the needs of new patients, tins means 
,hat the nursing home, retail pharmacy supplier also must have those pharmaceuticals 
standing by. Therefore, me stand-by requirement can be said to exist for erther the 
nursing home or the retail pharmacy. In addition to the newly admitted patient 
dynamic, another factor that will affect a nursing home's stand-by requirements are 
the laws of the state in which the nursing home resides. If the nursing home operates 
in a state that allows the pharmaceuticals of deceased residents to be renamed to the 
pharmacy, mis will need to be factored into the stand-by calculation, and the audttor 
5 can identify those nurstng homes and pharmacies tha, recycle. I. shou,d also be noted 
whether the nursing home allows discharged patients to take the monthly remamder of 
the pharmaceutical prescriptions home with them. 

The concept of stand-by requirements is mainly focused on the new adrmsston 
to the nursing home. This newly admitted patient must immediately have then 
l0 prescription medication packaged in a "unit dose" system. A "unit dose" system rs a 
system followed by nursing homes where the pharmaceuticals are indivtdually 
packaged in a monthly supply or a partial monthly supply. All of the pharmaceuticals 
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required by the newly adn.it.ed patients, be it for one day or 29 days of th _ g 
mlh, comprise the pharmacy, stand-by reomremems. A tolerance can be set so hat 
these requirements can be me, with discounted pharmaceuticals as much .* ,poss,b^ 
len L match is ,ess than , 5% for an order, the order can be audited for stand-by 
^uiremen.sandsubsequen.iyapproved.asadjustedbymeauditor 

Second .heanditseekstotracethequantityofpharmaceuucaismtheorderto 

an institution eligible for an "own use" discount. Essentially, tite audi, compares the 
ord er with the retail pharmacy listings and POSs to determine whether patterns m 
nursinghomesneeddteou^ofpharmaceuticalsordered. ^tracing can be 
none by identifying the nursing homes named in each retail pharmacy , sting. A us, 
of nursing homes whose requests are par, of ute order can be genera,ed ,n a status 
report indicating the outcome of the audit. 

Preferably, a more rigorous tracing is done. If each nursing home, when 
requesting pharmaceuticals from i,s re«ail pharmacy snppner, 
w ho are ,o receive ,hose pharmaceuticals, each re,au pharmacy can forward tins 

amassing its master order for a quantify of a given ,ype of pharmaceutical, tt,e uyers 
eo-opcanalsoidentifythepatientscoveredbyitsorder. hereafter, the pauen, 
LLtion found in ,he order can be compared ,o me patients identified tn each retar, 
pharmacy listing and each PCS. Once again, while it is preferable , ha, an exac, one- 
lone march exists be«ween the patients identified in the order and the patients 
identified in the audi, information, a .olerance can exis, For example, a discrepancy 
inapatien.matchmayexistbecauseofhumanerrorinforward.ngpatienunformation 

or because of a loss of records for apatien, (such as may occur if a patient ma 
5 nursrng home dies). The auditor can make no,e of such discrepances by atinbuting a 
percentage patient match resulting from the comparison. This percentage patient 

match can be expressed as: 

0/ Patie „tMatch = #o^a^^ 

/ 0 Patient iviaw.ii E # of patients in the order 

If ,he difference between the number of patients in the order ar,d ,he number 
of patien,s in me audi, report varies by 10% or less, me patien, match will be deemed 



17927 .doc 



to ha ve sufficien. correlation (nursing homes, on the average, discharge and adm« 
ToS of their patien.population each month). If me patient match rs less than 90/., 

ord er to ft * «» «-«* tolerance, and certify me order as adjusted. If*. 
5 ^n, match is *>* or higher, and the snm of me — attributed to eac pa,.en. 

Us determination can he made that the buyer does in fact qualify for an own use 

audi, results in a status determination that the buyer qualifies for purchasing the 

" ..^.^u in the order at a price reduced by an "own use" drscount. 

In such situations, the auditor can either send a copy of the status report to the seller, 
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^Preferably, the present invention is imp.emen.ed on a computer system 
conftgured to function as a pharmaceutical order audmng system. F.gure «s 
an overview of how computers used by the auditor, buyers co-op, retatl pnarmactes 
Idnurs.nghome.canbesetup.oconununicatewUheachomer.^audttoru^ 

computer 300 which is connected to the Interne, in some fashion, ether by 
convennona, phone hue, a wireless connection, DSL, or the like. Buyer, co op 
IXter 302 re.il pharmacy computer 30,, and nursing home computer 306 can be 
silly connected to the Internet. Each of these computers can men —cate 
with each oUter using standard Interne, communication memods. 

Preferably, the audilor will main,ain a web site mat ,s accesstble by persons 
seeking to place an order for "own use" discount pharmaceutical, A page on the 
1 o s web site can offer an order sheet in which the buyer must provide data such 
It type of pharmaceutical to be ordered, and ,he desire, quantity of that type of 
;ll.J,. .spreviouslydiscussed.theorderda.wouldalsopreferably 
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wo u,d then submi, .his order .o the auditor as a transm.ss.on over the ~ 
Alternatively the audi.or can receive orders by fax, phone, man, e-mau, or the like 

data thereon into die auditor's computer. 

Thereafter, the buyers co-op would be remiested to upioad computer fi.es 

ftom the retail pharmacy iistings maintained in me compu.en.ed records of retail 
nbarmacies and from me POSs or MAR* maintained by nursing homes. 

hereon, me informal contained on them is often entered into a 

nursing home. Thus, a computerized record of me informal fou^m the POS o 

MAR is usually available, and these computerized records can be < 
rorifno.theauditorcanob.inthehardcopiesofthePOSorMARandenter 

ufiVize various software packages to maintain those records (a, leas. 20 different 
utilize van computerized records mamtamed by 

software packages are available). As a result, m J . ff ^„„ rt9ta 
„ the retail pharmacies will often be stored in computer files having differing data 

l^Thus^ormeauditingsoftwareUibeabletoreadmedata— dinhe, 

to be run to convert the retail pharmacy computer files to a common forma,. These 

eally available. F-^^^*^^^" 
Bell Pennsylvama discloses a lis. of forty-nine software developmen, firms Aa. 

pharmaeeuUcal industry (see http://www.computer.alk.com). 
30 ' Once the auditor, computer has received the order data from the on „ and a„ 
of the audi. da«a has been converted .o a common da* forma, ma, is readable by the 
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software on the auditor's computer can be perform the audit. Order data, indicated by 
, ines 400 401, and 402 is received by the computer via a first input 430. Lrne 400 
identifies the type of pharmaceutical ordered, line 401 identifies the quantity of that 
type of pharmaceutical ordered, and line 402 identifies each patient needing a portion 
5 of the stated quantity. The information found in the audit reports is recetved by the 
computer via second input 432 and third input 434. Converter 436 converts the and,, 
data to a common format. It also must be pointed out that the conversion process rs 
unnecessary if the audi, data already shares a common forma,. It must be noted that 
the firs, input 430, second input 432 and third input 434 can be separate inputs .o me 
,0 auditors computer or can be the same physical input port. The notations firs,, second 
„d third are used for clarity to delineate the three forms of date that are needed by the 
audit computer. It must be further noted that in describing the auditor's computer 
system, the term "computer" can encompass more than just a single computer, and 
may encompass a plurality of computers that are connected in a network. 
1 5 Preferably input 432 receives the audit data gathered from the report 

comprised of each listing compiled by each retail pharmacy requesting an amount of 
■■own use" discount pharmaceuticals. Lines 404, 406, and 408 identify the type of 
pharmaceutical requested by each retail pharmacy. Lines 405, 407, and 409 identify 
the amounts of that type of pharmaceutical requested by each retai! pharmacy. Ltnes 
20 410 412 and 414 identify the names of the nursing homes making the request, and 
line's 416, 418, and 420 identify the patients who collectively need the amounts 
requested. 

As previously stated, the audit can be performed without the patient data, 
however, this data is preferably included to improve the reliability of the audit. 
25 Having received the order data and the retail pharmacy listing data, software 440 on 
the auditor's computer can perform an audit on the order by comparing the order data 
with the audit data. The software can compare the type of pharmaceutical m the order 
data with the type of pharmaceutical in the audit data to verify that there is a type 
match between the order data and the audit data. Thereafter, the software can 
30 compare the order quantity with the sum of each amount identified in the audit data 
for a type of pharmaceutical that matches the order type. As previously explamed, an 
exact one-to-one match between the order quantity and requested amounts, while 
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preferable, is no, necessary. A tolerance can be provide, for discrepancies between 
the order quantity and listing amounts, such as when amounts requested by a nurcmg 
home do no, match a package amount offered by the pharmaceutical seller, or when 
the discrepancy fits within a nursing home's stand-by requirements. The audtting 
software can make note of any discrepancies and attribute a percentage size match 
resulting from the comparison. 

Next the software can compare the patients identified in the order data wtth 
, h . patients identified in the audi, data to verify that there is a patient match between 
the order data and the audit data. As previous* discussed, the patient data also need 
no, be an exact one-to-one match, although it would be preferable. In such eases, the 
software can attribute a percentage patient match to the companson. 

If the software determines tha, there is a type match, a sufficient size match, 
..... ...^ien. patient match, the software can produce a status report indicating that 

a sums determination has been made verifying tha, the buyer does m fact quahty for 
purchasing ,hc quantity of pharmaceuticals in the order a, a price reduced by an own 
use" discount. Of course, if the software determines tha, mere is no, a type match a 
sufficient size match, or a sufficient patient match, me status report can indicate that a 
status determination has been made that ,he buyer does no, qualify for me discount 
based on the original order. However, the software can also caiculate an "adjusted 
■0 order" ft* is supported by the audit data. The software can downwardly adjust the 
order until there is a sufficient size match and a sufficient patient match. 
Alternatively, the software can utilize the usage history of the nursing home to 
calculate the nursing home's stand-by requirements, and then downwardly adjust the 
order so that the quantity requested in the adjusted order is the actual amount of 
25 pharmaceuticals specifically identified in the audi, data plus the calculated stand-by 
requirement. Thereafter, ,he software can make a status determination on the basts of 

the adjusted order. 

However, before making its states determination, the auditor's computer 
preferab.y receives additional audi, data via input 434. As previously discussed ttas 
30 additional audi, data is preferably gathered from a report comprised of each PCS for 
each pertinent patient in each nursing home that receives its pharmaceuticals from one 
of the retail pharmacies making a request for amount of pharmaceuticals. The 
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audit data. If there YP e & gtatus report 

than the order data. In such a case, audit 

:0 data with the original audit data). configured to 

auditing system. At box 446, , fadiscie pancy exists between the type of 

ma ,ch the otaet in ntafcins caicuiaU, 
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varied as desired by the audi**, keeping in mmd tt* if*. bar * - <~ <* 
pharmaceutical seller may be unwilling to provide the discount. If both percentage 
Lies are sufficient, then the software proceeds to box 460 where the order , 
rledcertified.Ifei.herofthepercentagenratchesareinsufficien^esofu.a. 

can look to stored data representing orders and audit informal subnutted by the 
Z .npreviousnrondts. Prorn Utis Mstonca, da,a>e sof^are can ornate bow 
Job pharmaceuticals are needed on average to suppiy patients that are expected to 
be new admissions during the month. Thereafter, a, box 456, the software can 
downwardly adjust the order so tha, there is a 100% si,e match. The. the software 

t „ create an adjusted order tha, fits within a stand-by tolerance. 

software can certify the order as adjusted a, box 458. After the order or adjusted 

order, has been certified, the software can generate a status report at box ™. 

Figure 10 depicts a status report mat can be generated by the above-descnbed 
software. Status report 500 identifies the buyer in box 502, the type of 
pharmaceutical ordered in box 504, the entity of that type of P*™^ 
ordered in box 506, and tire nursing home recipients of the order ,n box A* 

„ s tus determination can be e.ther "certified- or -certified as adjusted". Preferable 
Itus determination box 5 14 also identifies fire percentage matches m terms of « 
l,c„ andpatientmatch found during.be audi,. In cases where dte order .s certtfied 
as adjust", the status report can identity me calcu,a,ed stimdby rea.u,remen and 

25 to dec! for itself, on the basis of the percentage matches, whetiter titere ts suffi.cn, 
support for the order to justify a discount, the status determination box may solely 

adj us,ed" notation. Also, tire status report 500 can be ftdly itemed by showmg 
patien, lists 510 and 512 that identify each patient receiving an amount of 
30 pharmaceuticals that makes up the order. 

As previously discussed, the auditor can send this status report to the 
pharmaceutical seller along with the co-op, order to demonstrate to the seller <ha, me 
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bypostingftereportonawebsiteaccessiblebythepharmaceuucajsene, 

5 Ulepr „perauai.infon„ation( ret a il pha n „aoyl i s, i ng S ,POSs,MARs,= t c.)and 

forwards the au.it information on to a pharmaceutica, seller. Rather than perfomung 
ffi e comparison between the audi, information and order information nseif one ean 
pl aee the order for a quantity of pharmaceu.ica, S and forward pertinent and, 
formation on to the seller, who can then perform an audi, on the order ,«eUV £ dte 
,0 pha^aceuUcaiseUerdetenninesnrattheforwardedaudi.informahonsufflc.ently 
I^theorder.thepharmaceuncatse.ierwiUprovide.ted.scoun, *tema,,ve,y, 
ra ,her than acuta,* forwarding the audi, information to the seller, the an*, 
formation can be posted on a website accessible to pharmaceufcal se.iers. Before 
roviding a discount, the pharmaceutica, se„er can access this webpage to _ 
15 Lpostludi, informal lfthe pharmaceutica, seller determines tha, me audt. 
information sufficiently supports me order, it can provide the discount. 

Whiie the present invention has been described by reference to the above- 
aiscussed embodiments, it shouid be understood and apparent to those skii.ed m the 
an that modifications and variations of the invention may be constructed wuhou 
2 „ r^ngfromthescopeof^invention. it is therefore intend* Uha, the utventton 
be Hmited only by the scope of the claims appended hereto, and thetr lega, 
equivalents. 
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